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other supportive services in both
sections, and we provide for separate
aggregate reporting on transitional
services. We have also revised the
instructions substantially so that they
more clearly identify how States would
report particular types of expenditures
and they provide some additional
guidance on allowable Federal and MOE
expenditures.

In general, the additional reporting is
designed to give us better information
on where States are focusing their
resources. We will use this information
as part of our strategy to monitor
whether expenditures of Federal and
States funds are consistent with the
purposes of the program and to help
identify any policy areas or States that
might need further attention. We will
also use the data to tell us more about
the nature and scope of both TANF
programs and separate State programs.
State plans and the annual reporting
will provide some characteristics
information, but the expenditure data
are critical for determining where States
are focusing their resources. Thus, the
data on State spending patterns provide
valuable supplemental information
about what is happening under welfare
reform, and we intend to include
summary information from these reports
as part of our discussion of State
program characteristics in the annual
report to Congress.

(3) For State expenditures reported as
Administrative Costs in columns (B)
and (C), we have changed the language
to clarify that the 15-percent
administrative cap applies to the
cumulative total of (B) and (C) rather
than separately to MOE and Separate
State Programs.

(4) We have added a statement that
States must determine the
administrative costs of contract and
subcontracts based on the nature or
function of the contract.

(5) We have added language to
provide that the systems exclusion for
tracking and monitoring purposes
applies to MOE expenditures as well as
the TANF grant. (See prior discussion
regarding MOE in the preamble
discussion relating to § 263.2.)

The Territorial Financial Report is
under development. We are sharing a
preliminary version of this Report with
the Territories and will be considering
their comments before issuing it in final.

Section 265.4—When Are Quarterly
Reports Due? (§ 275.4 of the NPRM)

In the NPRM, the language in
paragraph (a) of this section reflected
the statutory requirement that quarterly
data reports are due 45 days after the
end of each quarter.

In paragraph (b) of the NPRM, we
proposed to give States two options in
the timing of the submittal of their
TANF-MOE (now SSP—-MOE) Data
Report.

Paragraph (c) of the NPRM proposed
the due dates for the State’s initial
TANF reports. (Because these are no
longer applicable, we have deleted the
content of this paragraph from the final
rule.

Co)mment: Two commenters found it
confusing to have “two due dates for
reporting” in the NPRM. The second
due date they referred to was in
§275.8(d). There, we had proposed that
we would not impose a penalty for late
reporting if a State filed its complete
and accurate quarterly report by the end
of the quarter immediately following the
quarter for which the data were due.
(This is a statutory provision found in
section 409(a)(2)(B) of the Act.)

Response: For clarity, we have revised
the language in paragraphs (a) and (b).
With the new language, it is clearer that
the statutory due date for the penalty is
45 days after the end of the reporting
quarter, but States will not actually
incur any penalty liability as long as
they submit their reports by the end of
the quarter following the reporting
quarter.

Although States will incur penalties
only if they fail to file their data by the
end of the succeeding quarter, we
strongly encourage States to submit
their reports on the due date. This will
provide an opportunity to identify and
correct any potential problems or
omissions that could otherwise result in
a State penalty.

We have made two other changes in
this section. First, as noted above, we
deleted paragraph (c), as the due dates
for the State’s initial TANF reports are
no longer applicable. Second, we made
minor editorial changes in paragraph (b)
of the NPRM (regarding timing options
for States to submit the SSP—MOE
Report) and re-designated it as a new
paragraph (c).

Section 265.5—May States Use
Sampling? (8 275.5 of the NPRM)

Most of the comments on this section
of the NPRM raised questions about the
sampling specifications found in
Appendix H of the NPRM.

The statute, in section 411(a)(1)(B)(i),
gives States the option of using
scientifically acceptable sampling
methods to comply with the data
collection and reporting requirements of
section 411(a). Under section
411(a)(1)(B)(ii), the Secretary must
provide the States with case-record
sampling specifications and data
collection procedures necessary to

produce statistically valid estimates of
the performance of State TANF
programs.

The NPRM at 8 275.5(a) specified the
option that States have to report data
based on sampling or to report data on
the entire population (universe) of
recipients. In paragraph (a), we also
stated that States could use samples to
report only disaggregated, not
aggregated data. In paragraph (b), we
proposed a definition of “scientifically
acceptable sampling method.”

The majority of comments (from more
than 25 States and national State-based
organizations) urged us to consider
greater flexibility in the sampling
specifications. In general, they
recommended that we:

(1) Eliminate the monthly sample size
requirements because they would
restrict the State’s flexibility provided
under the statute;

(2) Allow smaller sample sizes,
particularly for smaller States;

(3) Permit States to file some
information using sampling and other
information using universe reporting;
and

(4) Allow States to use alternative
sampling methodologies when they can
demonstrate that other methods produce
equally valid samples.

We disagree with the
recommendations to eliminate the
monthly sample size requirement but, as
discussed below, we have clarified the
flexibility States have in designing their
sampling plans. We discuss these and
other recommendations in the response
to comments below.

Comment: Two commenters asked us
to confirm that a State can submit
universe data if a State does not have
enough cases to meet the sample size
requirements, e.g., the State does not
have 600 two-parent families in its
caseload (This was explicitly stated in
the instructions to the ETDR, but was
not included in the NPRM.)

Response: In the NPRM, we proposed
an annual sample size of 600 two-parent
families, i.e., an average monthly
sample size of 50 two-parent families.
We confirm that, if a State has less than
50 two-parent families for a month, the
State must report data on all such
families.

Comment: In recommending changes
to sample sizes, several commenters
(i.e., about 10 States) stated that the
sample sizes proposed in the NPRM
(3,000 annual cases for active cases and
800 annual cases for closed cases for
both the TANF and separate State
programs) were far in excess of the
sample size of 1200 cases that we
allowed many States to use under the
AFDC-Quality Control (QC) system. The
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proposed sample sizes, they believed,
would result in a dramatic increase in
State data collection workload. For
some States, the sample size would
equal or exceed the entire caseload.

Commenters also questioned the
significance of using the same sample
size for large States as for smaller States.
Some commenters also objected to the
two-parent sample size (600 cases)
because two-parent families were a very
small percentage of their caseload.

Commenters recommended an overall
reduction in sample sizes and/or the use
of a finite correction factor that would
take into account the size of the
caseload in smaller States.

Response: First, in response to the
question of the smaller sample size
permitted for the AFDC—-QC data
collection, we believe the differences in
these two programs dictate larger
sample sizes. The nature of the
programs are different and the purpose
for which the data are collected is also
different.

Under the AFDC program, States had
much less flexibility; the major purpose
of data collection was focused on
determining payment accuracy and
charting national trends. Under the
TANF program, States have greatly
increased flexibility, and data collection
is critically important for monitoring
and measuring program accountability
and program performance.

Second, we agree that a finite
population correction factor may be
useful, particularly to States with small
TANF populations. Thus, we will
incorporate this provision in the TANF
Sampling Manual.

Third, the recommendations to reduce
sample sizes raised more difficult and
serious issues. We considered all
comments very carefully in evaluating
the possible effects of various sample
size options. On balance, we are
retaining the sample sizes proposed in
the NPRM for the reasons discussed
below.

In the NPRM (Appendix H, Sampling
Specifications), we proposed the
following annual minimum required
sample sizes:

(1) For families receiving TANF
assistance, 3000 families, of which 600
(approximately 25 percent) must be
newly approved applicants.

(2) Of the 2400 families that have
been receiving TANF assistance, 600
(approximately 25 percent) must be two-
parent families.

(3) For families no longer receiving
TANF assistance (closed cases), the
minimum required sample size is 800
families.

(4) The same sample sizes apply to
families receiving assistance and

families no longer receiving assistance
under separate State programs.

Clearly, reduced sample sizes would
increase State flexibility and reduce
reporting burden; on the other hand,
reduced sample sizes will also reduce
the precision of and provide less
reliable data for computing State work
participation rates.

As we stated in the NPRM, these
sample sizes will provide reasonably
precise estimates for the overall (i.e., the
all-family) and the two-parent work
participation rates. The overall rate has
a precision of about plus or minus two
percentage points at a 95-percent
confidence level. The two-parent rate
has a precision of about 2.3 percentage
points at a 95-percent confidence level.
(We could have improved the precision
of the two-parent rate to plus or minus
two percentage points with an annual
sample size of 800 families.) We believe
this precision is important to States as
the basis for the computation of reliable
work participation rates.

In addition, we believe the larger
sample sizes are needed to monitor
State TANF programs and to enable us
to answer key questions of concern to
both the Administration and Congress.
As we discussed in an earlier section of
the preamble, the Secretary is
responsible for discerning what is
happening at the State level to sub-
groups for which we have monitoring
responsibility or a major interest, such
as child-only cases, sanctioned cases,
and immigrants. For example, under a
reduced sample size, we would not be
able to detect an increase in the
percentage of child-only cases until the
increase is quite substantial. States
could attribute smaller increases to
sampling variation.

Furthermore, a smaller sample size
hampers our ability to explore the
underlying causes of any detected
trends. For example, in addition to
tracking child-only cases, we might
wish to investigate changes in the
number of such cases with sanctioned
adults in the household. Under the
sample sizes proposed in the NPRM, we
might be able to study about 150 such
families. Using smaller sample sizes, we
would be less confident in drawing
conclusions based on correspondingly
smaller numbers.

We believe that the specific burden
and cost of reporting will be different
for each State depending on multiple
factors. Initial decisions a State must
make concern whether to enter the
TANF and the SSP-MOE data elements
into the State’s automated management
information system, whether to report
these data on a sampling basis, or

whether to use a combination of both
mechanisms.

For some States, it may be more
efficient to automate all data reporting,
particularly those States that choose to
report universe data. (Currently, 30
States report universe data in their
ETDR.) Clearly, as States move to an
automated data collection system, the
cost and burden of data collection will
decline.

For other States, sampling will be the
most practicable, efficient, and feasible
method. For example, under the
sampling specifications in the sampling
manual to be issued, the State would
select one/twelfth of the minimum
annual required sample each month,
i.e., approximately 250 cases. (One-
twelfth of 3000 is 250.)

Comment: Several commenters also
expressed concern that the scope of the
proposed data collection was
particularly burdensome in light of the
changes needed to make State
information systems Y2K compliant.
They contended that, since States had
limited system personnel resources,
they could not effectively manage Y2K
efforts and major modifications of their
systems as a result of final TANF data
collection rules at the same time.

Response: Where Y2K problems exist,
we suggest that States consider the
sampling option in reporting TANF
data. (The TANF statute at section 411
provides States with the option of
furnishing the disaggregated TANF data
via sample. The NPRM provided
sampling specifications, and we will be
issuing a sampling manual providing
States with detailed options.)

With respect to Y2K issues, in
general, sampling offers both advantages
and disadvantages. On the one hand, the
use of samples provides better data (i.e.,
data that are more readily verified) and
uses fewer State and Federal resources.
On the other hand, sampled data does
not allow States or the Department to
track individuals over time. It also does
not provide the same precise
information on population subgroups
within a State, such as child-only cases,
or allow matching of TANF recipient
data with WtW recipient data. If States
use a sample, along with the pc-based
software we provide for the creation of
their transmission files, they will not
need to make major system changes
while they work on Y2K problems. In
this instance, the use of samples has a
number of advantages for a State:

(1) It can devote different personnel
resources to conducting samples than to
working on the Y2K effort.

(2) It can limit its data collection
efforts to the cases or individuals in the
sample; it would not have to collect new
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information from the entire caseload
that it may not find useful or relevant.

(3) Sample information may be more
current.

(4) Using a sample, it could extract
required information that is already in
its computer files and manually collect
additional information.

(5) After solving its Y2K problems, a
State could reassess whether reporting
on a sample basis is still in its best
interest.

Even though sampling might make it
easier for States to implement the new
reporting requirements, we recognize
that: (1) the effective date of new
reporting requirements comes at a
particularly inopportune time for States
that have not fully resolved their Y2K
issues; and (2) the first responsibility of
States is to ensure that their automated
systems are capable of maintaining
benefits to their neediest citizens. Thus,
we have added an additional criterion
for reasonable cause at § 262.5(b)(1)
related to this issue. Under this new
provision, States that miss the deadlines
for submitting complete and accurate
data for the first two quarters of FY 2000
will receive reasonable cause if: (1) they
can clearly demonstrate that their
failure was attributable to Y2K
compliance activities; and (2) they
submit the required data by July 1, 2000.

Comment: Several commenters
recommended that States be permitted
to report some data based on sampling
and other data based on universe data.
One State described its TANF program
as made up of sub-programs; it wanted
the option of reporting sample data on
some sub-programs and universe data
on others.

However, two States said that we
should not allow States to ““mix sample
and universe reporting.” They believed
that, in order for data to be meaningful
for evaluating policy or performance,
States had to use a single method of
reporting.

Response: We have decided not to
allow a State to submit some
disaggregated data based on universe
reporting and other data based on
sampled information because we do not
believe it would be feasible. Not only
would it be difficult to analyze such
data at the Federal level, it would also
be impossible to set up a systematic
procedure for estimating totals,
proportions, averages, etc., across States.
Depending on how fractured the State’s
reporting is, such mixed reporting might
even make within-State estimates
impossible. Each data element could
have its own weight rather than a
weight being associated at the case
level.

In addition, States were not in
agreement as to what data would be
reported on a sample basis and what
data would be reported on a 100-percent
basis.

Comment: Two States asked us to
clarify whether a State could propose
the use of an alternate sampling plan as
long as it met precision requirements.
One State asked for directions on how
we will approve the State’s sampling
methodology.

A few commenters recommended that
we allow alternative sampling
methodologies when a State could
demonstrate that other methods produce
equally valid samples. One State, for
example, described and recommended
approval of a longitudinal sampling
design and a rolling-panel design
currently in use in its State.

Response: In Appendix H of the
NPRM, “Sampling Specifications,” we
proposed to give States a substantial
amount of flexibility in designing
sampling plans. In general, we proposed
that monthly cross-sectional probability
samples be used. Within this broad class
of sampling designs, States would have
considerable flexibility to formulate
their plans. We also suggested that
simple random sampling or systematic
random sampling design would be
easier to implement. However, we did
not propose to require that States use
one of these designs. We will issue a
sampling manual that will incorporate
Appendix H, reflect the other decisions
in the final rule, and describe, in more
detail, the sampling specifications and
requirements for States that opt to report
based on samples of TANF families and
families in separate State programs.
Under this TANF Sampling Manual,
States will be free to propose other
designs for our consideration, as long as
their designs reflect cross-sectional
monthly probability sampling. We need
such samples to calculate monthly work
participation rates. We will publish the
Sampling Manual in the Federal
Register and submit it for approval
under the Paperwork Reduction Act.

We have added a new paragraph (c)
to this section to advise States that they
will find the sampling specifications
and procedures that they must use in
the TANF Sampling Manual.

We reject the specific proposal that
we allow longitudinal or rolling-panel
designs, primarily because these designs
are inappropriate for measuring the
work participation rate. These types of
study designs predict or reveal the
composition of future samples. Thus, a
State would know its sample cases for
future months and could concentrate on
boosting the participation rates of
sample cases. In this instance, the

sample would no longer be
representative of the caseload as a
whole and a bias in the resulting
estimates would occur. As noted earlier
in this discussion, States will be free to
propose other sample designs as long as
the designs meet cross-sectional
monthly probability sampling criteria.

Comment: One commenter
recommended that we count sample
cases as long as States have sufficient
data to satisfy core elements for work
participation calculations and make
other responses optional.

Response: If a State opts to collect and
report data for a sample of families
receiving TANF assistance, it must
report all section 411(a) data on all
families selected into the sample. When
samples are used to make estimates
about the universe from which the
sample was selected, each sample unit
has valuable information to contribute
to the estimate.

Comment: Two commenters objected
to item #4 in the sampling
specifications, which proposed that
States must submit a monthly list of
selected sample cases within 10 days of
selection. They stated that this
requirement was not in the statute, and
it was burdensome on States. They
recommended that each State keep a
record of the cases pulled and provide
a reason for dropping cases, if this
occurs.

Response: We need the list of selected
cases to ensure that we receive data for
all selected cases for each reporting
month (i.e., that there are no missing
cases). Furthermore, States need such a
list for control of their sample. This
reporting is not a new requirement;
States previously provided such a
listing under the AFDC-QC system.

Comment: Two commenters
questioned a provision in §2272.3(b)(2)
of the NPRM, dealing with *“How will
we determine if a State is subject to a
penalty?”’ This paragraph proposed to
prohibit a State from revising its
sampling frames or program
designations for cases retroactively.

Response: In constructing the sample
frame for the reporting month, States
must include all families that received
assistance for the reporting month
through the end of the month. Once the
State constructs its frame and selects its
sample cases, it would be improper to
allow it to redesignate a TANF case as
a SSP—MOE case, for example. However,
if a family in a sample did not receive
assistance for the reporting month, the
State would use code (2)—‘Listed in
error’” under the Disposition data
element.

Comment: One State commented on
sampling and stratification concerns
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and recommended that States be
allowed different sampling schemes
based on local conditions, e.g., different
sample sizes for the different monthly
strata. It claimed that the proposed
sampling specifications effectively
created a de facto stratification by
month. However, it believed that States
gained no advantage by the
stratification. Its recommendation, it
believed, would be especially helpful
for States using monthly samples and
would help with work flow and data
processing issues.

Response: States have considerable
flexibility in designing their sampling
plans, including designing strata to
accommodate local conditions. Within
that flexibility, however, the sampling
specifications require that a State select
about one-twelfth of the minimum
annual sample size each month in the
fiscal year. (One-twelfth of 3000 is about
250 families.) This minimum size is
important in order to ensure an
adequate number of families for
calculating a monthly work
participation rate, as required by statute.

Comment: One commenter stated that
there is no reason, in theory or logic, to
assume that systemic random sampling
is as good or better than simple random
sampling. (The sampling specifications
in the NPRM suggested that the former
was the preferred approach.)

Response: We had suggested
systematic random sampling in the
NPRM because most States had used
that method in selecting samples for the
AFDC-QC program. However, we agree
that simple random sampling is an
acceptable method for selecting the
State’s TANF and MOE samples. There
are a wide variety of methods that could
be used to select monthly samples.
These methods include both simple
random sampling and stratified random
sampling.

Comment: One State suggested that
we work with States to develop a more
workable approach to sampling. For
example, they suggested that it might be
useful to permit States to oversample in
the first two months of the quarter and
undersample in the third month, given
the strict requirements for the
submission of timely data.

Response: Annual participation rates
are based on monthly work
participation rate samples. To assure a
reliable annual work participation rate,
we believe that the samples for each
month need to be sufficiently large to
calculate a reasonably precise monthly
estimate. Therefore, we believe it is
reasonable to require States to select
Y12th of its sample each month. Months
in which a sample is relatively small
(i.e., less than ¥12th the annual required

sample size), adversely impact the
calculation of the annual work
participation rate.

Comment: Two commenters appeared
to believe (although we had not
specified this in the NPRM) that it was
permissible to report aggregate data by
sampling, and one commenter
recommended that we permit this.

Response: The statute at section
411(a)(1)(B) refers to sampling for
disaggregated case-record information. It
does not provide specific authority to
sample aggregate data. Based on the
comments, however, we have
determined that it would be appropriate
to allow sampling for some aggregate
nonexpenditure data elements.
(Expenditure data is never reported
based on sampling.) We have amended
paragraph (a) of this section to reflect
this option. We also indicate in the
instructions to section three of the
TANF Data Report (Appendix C) and
section three of the SSP-MOE Data
Report (Appendix G) those data
elements that may be reported based on
sampling.

Section 265.6—Must States File Reports
Electronically? (8 275.6 of the NPRM)

The NPRM proposed to require that
States file all quarterly reports
electronically, based on format
specifications that we would provide.

Comment: We received comments
from States and national organizations
on this provision.

Several commenters expressed
general support for the proposed
requirement (e.g., saying “‘the law does
not expressly require electronic
reporting, but it will greatly facilitate
the analysis of data.”), and most States
that commented believed that they had
the capacity to report electronically.

However, some expressed concern
that circumstances might occur that
would prevent a State from reporting
electronically in a timely manner or
would prevent electronic reporting of
some, but not all, data. They
recommended that the final rule allow
alternative reporting methods and give
States the flexibility to report data in
whatever format is feasible for them,
given the varying levels of automation.
In addition, a few States commented
that they had problems with the current
electronic reporting process and
software.

Response: As we said in the NPRM,
State representatives supported
electronic submission of both recipient
and financial data in our pre-NPRM
external consultation meetings, and we
believe all States have electronic
reporting capability (as evidenced by
their use of electronic reporting under

previous programs). We continue to
believe that electronic submission of
reports will reduce paperwork and
administrative costs, be less expensive
and time consuming, and be more
efficient for both the States and the
Federal government.

We would take into account any
catastrophic events or one-time-only
circumstances that prevented a State
from filing its reports electronically, on
a timely basis, but we see no reason to
change the final rule or give States
general authority to submit reports in a
variety of formats.

If a State has initial problems in using
the reporting processes and software
that we will make available, we are
committed to working with the State to
resolve these problems.

Comment: A few States pointed out
that there was no basis in the statute for
the electronic reporting requirement.
One State recommended that we delete
the provision from the rule and issue
instructional material separate from the
regulations.

Response: We agree that this
requirement does not appear in the
statute. However, for the reasons stated
above, we believe that it will not be an
onerous administrative requirement, is
programmatically justified, and is
within our authority to regulate.
Therefore, we have made no change in
§265.6.

Comment: One commenter asked
what efforts are underway to ensure
compatibility of the proposed software
with the many different systems States
are using.

Response: As a part of the ETDR, we
provided States with a data reporting
system, including file layout and
transmission specifications. States with
a variety of systems and file structures
were able to provide the specified data
in the format required. We plan to
modify this system to capture the data
required in the final rule. States will be
able to enter data and create
transmission files using our pc-based
software. It incorporates a free-form
capability to help prevent any future
system incompatibility problems.

Section 265.7—How Will We Determine
If the State Is Meeting the Quarterly
Reporting Requirements? (8§ 275.7 of the
NPRM)

and

Section 265.8—Under What
Circumstances Will We Take Action To
Impose a Reporting Penalty for Failure
To Submit Quarterly and Annual
Reports? (§ 275.8 of the NPRM)

We are discussing these two sections
together because, as the commenters
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pointed out, the proposed penalty
provisions in 8 275.8 were tied, in part,
to the definition of a “‘complete and
accurate report” in § 275.7 of the NPRM.

Section 409(a)(2)(A) of the Act
provides that the grant of any State that
fails to report data under section 411(a)
of the Act within 45 days following the
end of the fiscal quarter shall be
reduced by four percent. However, in
accordance with section 409(a)(2)(B), we
would not apply this penalty if the State
submits the report by the end of the
quarter following the quarter for which
the data were due. The statute does not
specifically address ‘““complete and
accurate.” We have used these terms to
clarify for States what is required in
order for a State to be considered to
have filed the report required by section
411(a) of the Act.

How Will We Determine if the State Is
Meeting a Reporting Requirement?
(8275.7 of the NPRM)

In this section of the NPRM, we
proposed definitions of what would
constitute a “‘complete and accurate
report” for disaggregated data reports,
aggregated data reports, and financial
reports, i.e., the TANF Data Report, the
TANF-MOE Data Report (now known as
the SSP—-MOE Data Report), and the
TANF Financial Report (and, as
applicable, the Territorial Financial
Report). We also proposed to review
State data to determine if the data met
these standards and to use audits and
reviews to verify the accuracy of the
data filed. We reminded States of the
need to maintain records to support all
reports filed.

The proposed definition of “‘complete
and accurate” was a stringent one. In
simple terms, it meant that States must
report all elements for all families (or all
sample families) with no arithmetical
errors or inconsistencies. We proposed
to use this definition as a standard
against which we would determine if
the State was subject to a reporting
penalty. For example, we proposed that
the data reported to us must accurately
reflect the information available to the
State; be free from computational errors
and internally consistent; be reported
for all elements (e.g., no missing data);
be provided for all families (universe
data) or for all families selected as a part
of the sample; and, where estimates are
necessary, reflect reasonable methods
used by the State to develop its
estimates.

We based these proposals on the
critical importance of the data and the
multiple purposes that the data would
serve—the most important of which is
meeting the accountability requirements
of the statute. We also referred to

problems in obtaining complete and
accurate data under previous programs
and specifically requested additional
comments and suggestions on ways to
help assure better data, without creating
an undue burden on States.

Most of the comments on this issue
came from States and national advocacy
organizations. Many said that the
definition of “‘complete and accurate”
was too restrictive; it would be difficult
for States to meet both the “‘timely”” and
the “‘complete and accurate”
requirements; 100 percent error-free
reporting was unfair (in view of the
severe penalty provision) and
unrealistic (based on past experience);
and the final rule should allow States
both a reasonable margin of error and an
opportunity to correct or revise their
data in appropriate circumstances.

Under What Conditions Will a State Be
Subject to a Reporting Penalty for
Failure To Submit Quarterly Reports?
(8275.8 of the NPRM)

In this section of the NPRM, we
described the circumstances and
conditions under which we would
impose a reporting penalty.

We proposed that we would impose
the penalty if a State did not file the
reports on a timely basis (a statutory
requirement) and if the data in the
TANF Data Reports and the TANF
Financial Reports were not complete
and accurate. We specified, however,
that the penalty would not apply in
several situations:

(1) It would not apply to the TANF-
MOE (now the SSP—MOE) Data Report
or to the annual program and
performance report; and

(2) It would not apply to all data
elements.

For example, for disaggregated data
on TANF recipients, it would apply
only to the data elements in section
411(a) (other than section
411(a)(1)(A)(xii)) and to the nine data
elements necessary to carry out a data
collection system. For aggregated data, it
would apply only to the data elements
in section 411(a), the data elements
necessary to carry out a data collection
system, and those elements necessary to
verify and validate the disaggregated
data.

We did not specify each step of the
penalty process but referred readers to
8§ 272.4 through 272.6 of this chapter
(now 88 262.4 through 262.6 of this
chapter).

Many commenters appeared to
believe that all data elements in all data
and financial reports were subject to a
penalty and that one missing data
element in any one of these reports
would trigger an automatic penalty.

Others questioned the Secretary’s
authority to “penalize States for data not
required in the statute.” Still others
appeared to be unaware of the penalty
process, e.g., consideration of
reasonable cause, submittal of a State’s
corrective compliance plan, and
reduction or recision of the penalty
under certain circumstances.

We agree that the language of the
NPRM did not provide for flexibility or
exceptions. Our intent in proposing
these two sections was to define a
performance standard for all reports. In
addition to the statutory requirement for
a timely report, the definition of
“‘complete and accurate”” would
constitute the standard against which
we would review the reports submitted;
work with States to resolve problems;
and, if necessary, move through the
steps of the penalty process.

We envision several steps in an
implementation process that would lead
to full compliance with the data
collection and reporting requirements.

(a) Step one: Initial implementation.

In the final rule, we have reduced the
overall reporting requirements,
including the number of data elements,
and we have delayed the effective date
of the rule to give States additional time
to adjust to these reporting
requirements. Once States begin to
transmit the data specified in the final
rule, we anticipate a temporary
transition period to work out any
problems, but we would hold States to
the complete and accurate standard. For
example, if States report their data
within 45 days of the end of the quarter,
as the statute requires, we could have
the opportunity to resolve any data
problems before the end of the quarter.
Thus, submittal by the 45-day deadline
could reduce the risk of penalty action
against the State.

We would continue the same
partnership approach with States that is
currently in place to resolve problems
that have occurred in the transmission
of the ETDR data. We are referring here
to nonrecurring and nonsystemic
problems such as inadvertent errors,
missing data elements, occasional
technical glitches, and isolated or
unintentional errors.

In addition, we would not prohibit a
State from re-transmitting corrected
elements in their Data or Financial
reports, both during or after a reporting
period, as long as retransmission does
not become a habitual practice.

(b) Step two: On-going operation.

In this step, all States are able to
transmit successfully, and most are able
to transmit the data generally without
errors. We would continue to hold to
the complete and accurate standard and



